
What is Vesting?
If you receive compensation in the form of stock options or other 
long-term incentives, you have probably encountered information 
about vesting schedules. 

How it Works
Oftentimes, long-term incentives are structured such that they 
“vest” over three to five years. That means they become yours to 
use over time. The vesting schedule in your agreement describes 
the specific vesting process implemented by your firm.

The reason companies like vesting as part of compensation packages 
is because it can help align your interests with your employer’s 
interests—with an eye towards building value for everyone over time. 

Important Points
You’ll need to stick with your employer for the full vesting period 
in order to get your full benefits. You may also get new incentives 
over time, so that there’s always more vesting ahead of you. 

When assessing your comp package, make sure to consider the 
dollar value of your long-term incentives and the probability that 
you will be able to achieve any goals they’re tied to.

Don’t forget about the culture of the firm and whether it’s a place 
you’ll want to stick with for the required time period. We believe 
this assessment is key to both your wealth and personal happiness.

Need some help understanding your long-term compensation 
package? We’ve advised many executives in this area and we’re here 
to help. Contact us today for a 15-minute consultation—we can walk 
you through the key risk areas and issues to consider. 

Stembrook does not render legal or tax advice, and the information contained in this 
communication should not be regarded as such.
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Cliff Vesting gives the employee the 
full benefit at a specific point in time

Graduated Vesting occurs over a 
period of time, with a percentage of 

the reward vested per year

Common Vesting Schedules
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